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Approved  Code  No.  403 
CODE  OF  FAIR  COMPETITION 

FOR  THE 

BLEACHED  SHELLAC  MANUFACTURING 
INDUSTRY 

As  Approved  on  April  21,  1934 


OIir)ER 

APPROVING  CODE  OF  FAIR  COMPETITION  FOR  THE  BLEACHED   SHELLAC 
MANUFACTURING  INDUSTRY 

An  application  having  been  duly  made  pursuant  to  and  in  full 
compliance  with  the  provisions  of  Title  I  of  the  National  Industrial 
Recovery  Act,  approved  June  16,  1933,  for  approval  of  a  Code  of 
Fair  Comi^etition  for  the  Bleached  Shellac  Manufacturing  Industry, 
and  hearings  having  been  duly  held  thereon  and  the  annexed  report 
on  said  Code,  containing  findings  with  respect  thereto,  having  been 
made  and  directed  to  the  President  : 

NOAV,  THEREFORE,  on  behalf  of  the  President  of  the  Unit<^d 
States,  I,  Hugh  S.  Johnson,  Administrator  for  Industrial  Recovery, 
pursuant  to  authority  vested  in  me  bj?^  Executive  Orders  of  the  Presi- 
dent, including  Executive  Order  No.  6543-A,  dated  December  30, 
1933,  and  otherwise;  do  hereby  incorporate  by  reference  said  an- 
nexed report  and  do  find  that  said  Code  complies  in  all  respects 
with  the  pertinent  provisions  and  will  promote  the  policy  and  pur- 
poses of  said  Title  of  said  Act;  and  do  hereby  order  that  said  Code 
of  Fair  Competition  be  and  it  is  hereby  approved;  provided,  how- 
ever, that  the  provisions  of  Article  VII,  Sections  3-a,  and  3b,  inso- 
far as  they  prescribe  a  waiting  period  between  the  filing  with  the 
Code  Authority  (i.e.  actual  receipt  by  the  Code  Authority)  and  the 
eflfective  date  of  revised  price  lists  or  revised  terms  and  conditions 
of  sale  be  and  they  are  hereby  stayed  pending  my  further  order. 

Hugh  S.  Johnson, 
Adniinistratar  for  Industrial  Recovery. 

Approval  recommended : 
Geo.  L.  Berry, 

Division  Adviinistrator. 

Washington,  D.C, 

April  21,  193/^. 
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REPORT  TO  THE  PRESIDENT 


The  President, 

The  White  Hmu^e. 


Sir  :  This  is  a  report  of  the  hearing  on  the  Code  of  Fair  Competi- 
tion for  the  Bleached  Shellac  Manufacturing  Industry,  conducted 
in  Washington  on  January  18,  1934,  in  accordance  with  the  provi- 
sions of  Title  I  of  the  National  Industrial  Recovery  Act. 

r^\BOR   PROVISIONS 

The  Code  provides  that  no  employee  shall  be  permitted  to  work 
in  excess  of  forty  hours  in  any  one  week  or  eight  hours  in  any 
twenty-four  hour  period;  provided,  however,  that  for  a  total  of  six 
weeks  in  any  six  months'  period  beginning  on  January  1  and  July  1, 
employees  may  be  permitted  to  work  forty-eight  hours  in  any  cal- 
endar week  in  order  to  take  care  of  seasonal  requirements.  Any 
factory  employee  who  works  in  excess  of  forty  hours  per  week  or 
eight  hours  per  day  shall  be  paid  time  and  a  third  for  such  overtime. 

From  the  above  provisions  there  are  excepted :  Employees  en- 
gaged in  an  executive  or  supervisory  capacity  who  receive  not  less 
than  thirty-five  dollars  per  week,  and  outside  salesmen;  also  en- 
gineers, firemen,  maintenance  and  repair  employees  who  may  not 
work  more  than  forty-five  hours  wt.kly  except  by  the  payment  of 
time  and  a  third  for  overtime  in  excess  thereof;  truckmen  who  may 
not  work  in  excess  of  forty-eight  hours  per  week  except  by  pay- 
ment at  the  rate  of  time  and  a  third  for  time  in  excess  thereof; 
watchmen  who  shall  have  one  full  day  off  in  each  seven  day  period. 

The  Code  provides  minimum  wages  of  forty  cents  per  hour  except 
for  clerical  employees  (not  including  outside  salesmen)  who  shall 
be  paid  not  less  than  fifteen  dollars  per  week  except  that  office  or 
errand  boys  between  the  ages  of  16  and  18  years,  and  not  to  exceed 
one  to  each  plant,  may  be  paid  not  less  than  twelve  dollars  per 
week. 

Applying  to  wages  above  the  minimum  the  Code  provides  that  no 
member  of  the  Industry  shall  reduce  the  compensation  for  employ- 
ment now  in  excess  of  the  minimum  wages  herein  fixed  (notwith- 
standing that  the  hours  worked  in  such  employment  may  be  hereby 
reduced)  and  the  pay  for  such  employment  shall  be  increased  by  an 
equitable  adjustment  of  pay  schedules. 

The  Code  includes  the  recommended  standard  clauses  on  child 
labor,  piece  work  compensation,  reclassification  of  employees,  appli- 
cation of  State  laws,  posting  of  the  Code  and  a  satisfactory  clause 
covering  standards  of  safety  and  health. 

OTHER  PROVISIONS 

Bleached  shellac  is  largely  used  in  the  manufacture  of  shellac  var- 
nish which   is   competitive   with   oil   varnishes    and   nitro-cellulose 
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lacquers.  It  is  also  used  in  various  types  of  plastic  products  and  as 
ft  stiffening  and  waterproofing  agent  in  hats,  coated  papers  and  play- 
ing cards.  The  demand  is  therefore  largely  affected  by  general  busi- 
ness conditions  and  the  respective  prices  of  shellac  and  various  possi- 
ble substitute  materials. 

All  of  the  "  orange  gum  "  used  in  making  bleached  shellac  is  im- 
ported from  India.  Shellac  is  traded  in  on  exchanges  in  Calcutta 
and  London  but  not  in  the  United  States  although  about  sixty  per 
cent  of  the  production  is  consumed  in  America.  The  material  is 
extremely  speculative  and  is  subject  to  sudden  and  acute  price  fluc- 
tuations through  manipulations  on  the  foreign  exchanges. 

Prices  in  1925  ranged  between  46  and  63  cents  per  pound.  The 
high  price  of  1930  was  32.5  cents  per  pound,  the  low  of  1932,  9.5  cents 
per  pound.  In  recent  months  the  price  has  varied  as  much  as  from 
10  to  19  cents  per  pound  within  a  10-day  period. 

Inasmuch  as  deliveries  of  shellac  in  New  York  may  not  be  made 
until  two  or  three  months  after  date  of  order,  and  orders  are  accepted 
only  when  accompanied  by  firm  bank  letters  of  credit,  there  is  con- 
siderable financial  risk  involved  in  any  long  time  commitments  and 
the  general  practice  in  the  industry  is  to  cover  each  sale  by  a  purchase 
of  the  same  date.  That  is,  business  is  largely  done  on  a  replacement 
basis.  Contracts  limited  to  three  months'  duration  are  in  general 
use  since  it  is  very  difficult,  if  not  impossible,  to  secure  commitments 
of  orange  gum  for  more  than  three  months  in  advance. 

Competition  within  the  industry  is  usually  keen  for  available 
business.  An  indication  of  this  is  given  by  the  high  mortality  of 
the  firms  in  this  field.  Within  recent  years"^  about  half  the  members 
of  the  industry,  including  some  of  the  largest,  have  undergone  forced 
financial  reorganizations.  Nearly  one-third  of  the  present  concerns 
have  been  in  business  less  than  one  year. 

The  above  conditions  in  the  Industry  are  reflected  in  the  detailed 
and  lengthj'-  Fair  Trade  Practice  provisions  which  are  a  part  of  the 
Code.  They  are  the  results  of  the  efforts  of  the  Industry  to  restrain 
excessive  speculation  in  shellac  and  to  eliminate  practices  that  have 
aggravated  the  Industry's  serious  financial  difficulties  during  recent 
years. 

The  authorization  to  use  replacement  cost  of  raw  materials  in 
computing  costs  seems  to  be  fully  justified  in  view  of  the  fluctuations 
in  the  cost  to  members  of  the  Industry  of  the  imported  raw  materials 
which  represent  a  high  percentage  (usually  over  fifty  per  cent)  of 
the  total  cost  of  the  manufacture  of  the  products  of  the  Industry, 
and  also  in  view  of  the  limited  number  of  other  items  which  have 
been  authorized  to  be  included  in  the  cost  determination. 

The  shipping  points  mentioned  in  Article  VII  refer  to  the  loca- 
tions of  plants  and  warehousing,  and  not  to  artificial  "  basing 
points  ". 

ECONOMIC   ErFECT  OF  THE   CODE 

There  are  in  this  Industry  twelve  companies  with  an  aggregate 
capital  today  of  about  $2,600,000  as  compared  with  $3,600,000  in  1929. 

The  report  of  the  Division  of  Economic  Research  and  Planning 
states  that  in  1929  approximately  four  hundred  persons  were  em- 
ployed  in  the   Bleached   Shellac  Industry.     Questionnaire   returns 
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indicate  that  the  number  of  factory  workers  decreased  about  twenty 
per  cent  from  1929  to  1932,  but  increased  during  early  1933,  and 
compliance  with  the  President's  Reemployment  Agreement  brought 
the  number  of  wage  earners  in  comparable  establishments  appre- 
ciably above  the  1929  figures.  Working  hours  were  reduced  from 
forty -eight  to  forty  per  week. 

Minimum  and  average  earnings  although  less  in  dollars  in  1933 
were  approximately  equivalent  in  purchasing  power  to  those  of 
1929,  and  payrolls  Avere  slightly  higher  than  in  1929. 

Some  further  improvements  are  anticipated  through  general  opera- 
tion of  the  Code  provisions, 

FINDINGS 

I  find  that: 

(a)  Said  code  is  well  designed  to  promote  the  policies  and  pur- 
poses of  Title  I  of  the  National  Industrial  Recovery  Act,  including 
removal  of  obstructions  to  the  free  flow  of  interstate  and  foreign 
commerce  which  tend  to  diminish  the  amount  thereof  and  will  pro- 
vide for  the  general  welfare  by  promoting  the  organization  of  indus- 
try for  the  purpose  of  cooperative  action  among  the  trade  groups, 
by  inducing  and  maintaining  united  action  of  labor  and  management 
under  adequate  governmental  sanctions  and  supervision,  by  eliminat- 
ing unfair  competitive  practices,  by  promoting  the  fullest  possible 
utilization  of  the  present  productive  capacity  of  industries,  by 
avoiding  undue  restriction  of  production,  by  increasing  the  con- 
sumption of  industi'ial  and  agricultural  products  through  increasing 
purchasing  power,  by  reducing  and  relieving  unemployment,  by 
improving  standards  of  labor,  and  by  otherwise  rehabilitating 
industry. 

(b)  Said  Industry  normally  employs  not  more  than  50,000  em- 
ployees; and  is  not  classified  by  me  as  a  major  industry. 

(c)  The  code  as  approved  complies  in  all  respects  with  the  perti- 
nent provisions  of  said  Title  I  of  said  Act,  including  without  limi- 
tation Subsection  (a)  of  Section  3,  Subsection  (a)  of  Section  7,  and 
Subsection  (b)  of  Section  10  thereof;  and  that  the  applicant  associ- 
ation is  an  industrial  association  truly  representative  of  the  aforesaid 
Industry;  and  that  said  association  imposes  no  inequitable  restric- 
tions on  admission  to  membership  therein. 

(d)  The  code  is  not  designed  to  and  will  not  permit  monopolies 
or  mon.opolistic  practices. 

(e)  The  code  is  not  designed  to  and  will  not  eliminate  or  oppress 
small  enterprises  and  will  not  operate  to  discriminate  against  them. 

(f)  Those  engaged  in  other  steps  of  the  economic  process  have 
not  been  deprived  of  the  right  to  be  heard  prior  to  approval  of  said 
code. 

For  these  reasons  this  code  has  been  approved. 
Respectfully, 

Hugh  S.  Johnson, 

Administrator. 
April  21,  1934. 


CODE  OF  FAIR  COMPETITION  FOR  THE  BLEACHED 
SHELLAC  MANUFACTURING  INDUSTRY 

Article  I — Purposes 

To  effectuate  the  policies  of  Title  I  of  the  National  Industrial 
Recovery  Act,  the  following  provisions  are  established  as  a  Code 
of  Fair  Competition  for  the  Bleached  Shellac  Manufacturing  Indus- 
try, and  upon  approval  by  the  Administrator  shall  be  the  standard 
of  fair  competition  for  such  industry  and  shall  he  binding  upon 
every  member  thereof. 

Article  II — Definitions 

Section  1.  The  term  "  Industry  "  as  used  herein  means  and  in- 
cludes the  business  of  directly  or  indirectly  bleaching  shellac  gum 
and/or  producing  bleached  shellac  by  any  process  or  in  any  form 
whatsoever. 

Section  2.  The  term  "  products  "'  means  bleached  shellac,  and 
such  other  allied  commodities  as  are  manufactured,  imported  and/or 
sold  by  bleached  shellac  manufacturers  and  hereinafter  defined  in 
this  Article. 

Section  3.  The  term  "  member  of  the  Industry  "  means  and  in- 
cludes any  person,  firm,  corporation,  association,  or  other  form  of 
enterprise  engaged  in  the  Industry  either  as  an  employer  or  on  his 
or  its  own  behalf. 

Section  4.  The  term  "  employee  ",  as  used  herein  includes  any 
and  all  persons  engaged  in  the  Industry,  however  compensated, 
except  a  member  of  the  Industry. 

Section  5.  The  term  "  employer  ",  as  used  herein  includes  anyone 
by  whom  any  such  employee  is  compensated  or  employed. 

Section  6.  The  term  "  the  Association "  means  the  American 
Bleached  Shellac  Manufacturers  Association,  Inc. 

Section  7.  The  term  "  the  Board  of  Directors  "  means  the  Board 
of  Directors  (as  from  time  to  time  constituted)  of  the  Association. 

Section  8.  The  term  "  the  Executive  Secretary  "  means  the  Exec- 
utive Secretary  of  the  Association  at  the  time  in  office. 

Section  9.  The  term  "  consumer  "  means  and  includes  only  a  per- 
son, firm,  or  corporation  who  in  the  course  of  his  or  its  regular  busi- 
ness uses,  consumes,  or  applies  products  of  the  Industry  in  manufac- 
turing or  servicing  another  product  or  thing  and  who  is  not  a 
dealer,  broker,  or  agent  within  the  meaning  thereof  as  hereinafter 
defined. 

Section  10.  The  term  "  dealer  "  means  a  person,  firm,  or  corpora- 
tion who  purchases  any  product  of  the  Industry  for  resale  in  original 
form. 

Section  11.  The  term  "  broker  "  means  and  includes  only  a  per- 
son, firm,  corporation,  or  other  form  of  enterprise  who  is  not  directly 

(427) 


428 

or  indirectly  retained  by  or  connected  with  any  member  of  the  In- 
dustry as  agent  or  otherAvise,  who  does  not  purchase  or  resell  prod- 
ucts for  his  own  account,  but  whose  business* consists  solel}^  of  acting 
as  an  in,dependent  broker  in  negotiating  sales  between  members  of 
the  Industry  and  third  parties. 

Section  12.  The  term  ''  agent '"  means  and  includes  only  a  person, 
firm,  corporation,  or  other  form  of  enterprise  other  than  a  consumer, 
dealer,  or  broker,  who  is  employed  by  a  member  of  the  Industry  to 
solicit  orders  for  the  purchase  of  the  latter's  products  and  who  does 
not  receive  shipment  of,  purchase,  or  sell  any  products  for  his  own 
account. 

Section  13.  The  term  '"  bleached  shellac "  means  regular  dry, 
bleached  shellac,  sometimes  called  ''  bone  dry  ",  "  kiln  dry  "  or  "  vac 
di"y  ",  (the  standard  quality  of  which  contains  not  more  than  six  per 
cent  moisture.) 

Section  14.  The  term  "  refined  bleached  shellac  "  means  bleached 
shellac,  the  standard  quality  of  which  contains  not  over  six  per  cent 
moisture,  nor  over  two-tenths  of  one  per  cent  of  wax.  and  which  is 
free  of  rosin. 

Section  15.  The  term  ''  A  &  E  Free  "  means  orange  gum,  bleached 
shellac  or  cut  shellac  which  is  commercially  fi'ee  of  arsenic  and  rosin. 

Section  16.  The  terms  "  bleached  hanks "  or  "  fresh  ground " 
means  bleached  shellac  in  such  respective  forms,  the  standard  quality 
of  which  contains  not  more  than  twenty-five  per  cent  moisture. 

Section  17.  The  term  "  orange  gum "  means  and  includes  any 
orange  shellac  gum  in  its  original  form  as  customarily  exported 
from  India. 

Section  18.  The  term  ''  TN  "  means  an  orange  gum  of  standard 
color,  the  standard  quality  of  which  contains  not  over  three  per 
cent  of  rosin  and  not  over  three  per  cent  of  any  content  which  is 
insoluble  in  alcohol. 

Section  19.  The  term  "  Heart "  means  an  orange  gum  of  standard 
color  which  contains  no  rosin  and  not  over  two  and  one  half  per  cent 
of  anj^  content  which  is  insoluble  in  alcohol. 

Section  20.  The  term  "  Superfine "  means  an  orange  gum  of 
standard  color  which  contains  no  rosin  and  not  over  one  and  three 
quarters  per  cent  of  an}^  content  which  is  insoluble  in  alcohol. 

Section  21.  The  terms  "  cut  shellac  "  and  "  shellac  varnish  "  mean 
that  product  which  is  comprised  of  bleached  shellac  or  orange  gum 
dissolved  in  alcohol  without  the  presence  of  other  resinous  matter 
therein. 

Section  22.  The  terms  "  4-pound  cut  ",  "  4i/2-pound  cut ",  "  5- 
pound  cut '',  etc.,  when  used  with  respect  to  cut  shellac  or  shellac 
varnish  mean  that  product  which  is  produced  by  the  dissolving 
of  nothing  except  the  indicated  number  of  pounds  of  bleached 
shellac  or  orange  gum  in  one  gallon  of  alcohol. 

Section  23.  The  terms  "  President  ".  "Act  ",  and  "Administrator  ", 
as  used  herein,  mean  respectively  the  President  of  the  United  States, 
Title  I  of  the  National  Industrial  Recovery  Act,  and  the  Administra- 
tor for  Industrial  Eecovery. 
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Article  III — Hours 

Section  1.  Maximum  Hours.— Except  as  hereinafter  provided, 
no  employee  shall  be  permitted  to  work  in  excess  of  forty  (40)  hours 
in  any  one  week,  or  eight  (8)  hours  in  any  24-hour  period  beginning 
at  midnight;  provided,  however,  tliat  for  a  total  period  of  six  (6) 
weeks  in  any  six  (6)  months'  period  beginning  on  January  1  and 
July  1,  to  take  care  of  seasonal  requirements,  employees  may  be 
];ermitted  to  work  forty-eight  (48)  hours  in  any  calendar  week. 
Any  factory  employee  who  works  in  excess  of  forty  (40)  hours  per 
week,  or  eiglit  (8)  hours  per  day,  shall  be  paid  time  and  a  third  for 
such  overtime. 

Section  2.  Exemptions .  as  to  Houn^. — From  the  provisions  of 
Section  1,  the  following  classes  shall  be  exempted : 

(a)  Employees  engaged  in  an  executive  or  supervisory  capacity, 
who  receive  not  less  than  $35.00  per  week,  and  outside  salesmen. 

(b)  Engineers,  firemen,  maintenance  and  repair  employees,  who 
may  work  not  more  than  forty-five  (45)  hours  weekly,  except  by 
payment  at  the  rate  of  time  and  a  third  for  time  in  excess  thereof. 

(c)  Truckmen  who  may  work  not  in  excess  of  forty-eight  (48) 
hours  per  week,  except  by  payment  at  the  rate  of  time  ancl  a  third 
for  time  in  excess  thereof. 

(d)  Watchmen  who  shall  not  be  permitted  to  work  more  than  one 
hundred  and  eight  (108)  hours  in  each  two  weeks  and  shall  have  one 
full  day  off  in  each  seven. 

Section  3.  No  employer  shall  knowingly  permit  any  employee 
to  work  for  any  time  which,  when  totalled  with  that  already  per- 
formed Avith  another  employer  or  employers,  exceeds  the  amount 
permitted  herein. 

Article  IV — Wages 

Section  1.  Minimum  Wages. — Except  as  hereinafter  provided, 
no  employee  in  this  Industry,  other  than  outside  salesmen,  shall  be 
paid  in  any  pay  period  less  than  at  the  rate  of  forty  (40)  cents  per 
hour. 

Section  2.  Accounting,  clerical  and  other  office  employees  shall 
be  paid  at  the  rate  of  not  less  than  fifteen  (15)  dollars  per  week, 
except  that  office  or  errand  boys  between  the  ages  of  16  and  18  years, 
not  to  exceed  one  to  each  plant  may  be  paid  not  less  than  twelve 
(12)  dollars  per  week. 

Section  3.  Piecework  G ompensation — Minimum  Wages. — This 
Article  establishes  a  minimum  rate  of  pay  which  shall  apply, 
irrespective  of  whether  an  employee  is  actually  compensated  on  a 
time  rate,  piecework,  or  other  basis. 

Section  4.  Wages  above  Mi7iim<um. — No  member  of  the  Industry 
shall  reduce  the  compensation  for  employment  now  in  excess  of  the 
minimum  wages  herein  fixed  (notwithstanding  that  the  hours  worked 
in  such  employment  may  be  hereby  i-educed)  and  the  pay  for  such 
employment  shall  be  increased  by  an  equitable  adjustment  of  pay 
schedules. 

Section  5.  Femxde  Employees. — Female  employees  performing 
substantially  the  same  work  as  male  employees  shall  receive  the 
same  rate  of  pay  as  male  employees. 
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Section  6.  Hmulicapped  Persons. — -A  person  whose  earning  capac- 
ity is  limited  because  of  age  or  physical  or  mental  handicap  may 
be  employed  on  light  work  at  a  wage  below  the  minimum  established 
by  this  Code  if  the  employer  obtains  from  the  State  authority  desig- 
nated by  the  United  States  Department  of  Labor  a  certificate  author- 
izing his  employment  at  such  wages  and  for  such  hours  as  shall 
be  stated  in  the  certificate.  Each  employer  shall  file  wdth  the  Code 
Authority  a  list  of  all  such  persons  employed  bj'  him. 

Article  Y — General  Labor  Provisions 

Section  1.  Child  Labor. — No  person  under  sixteen  (16)  years  of 
age  shall  be  employed  in  the  Industry.  No  person  under  eighteen 
(18)  jTars  of  age  shall  be  emploj'ed  at  operations  or  occupations 
which  are  hazardous  in  nature  or  dangerous  to  health.  Tiie  Code 
Authority  shall  submit  to  the  Administrator  before  ninety  (90) 
days  after  approval  of  this  Code  a  list  of  such  operations  or  occupa- 
tions. In  any  State  an  employer  shall  be  deemed  to  have  complied 
with  this  provision  as  to  age  if  he  shall  have  on  file  a  certificate  or 
permit  duly  signed  by  the  Authority  in  such  State  empowered  to 
issue  emploj^ment  or  age  certificates  or  peiniits  showing  that  the 
emploj'Ce  is  of  the  required  age. 

Section  2.  In  compliance  with  Section  7  (a)  of  the  xVct,  it  is 
provided : 

(a)  That  employees  shall  have  the  right  to  organize  and  bargain 
collectively  through  representatives  of  their  own  choosing,  and  shall 
be  free  from  the  interference,  restraint,  or  coercion  of  employers  of 
labor,  or  their  agents,  in  the  designation  of  such  representatives 
or  in  self-organization  or  in  other  concerted  activities  for  the  purpose 
of  collective  bargaining  or  other  mutual  aid  or  protection. 

(b)  That  no  emploj'ee  and  no  one  seeking  employment  shall  be 
required  as  a  condition  of  employment  to  join  any  company  union  or 
to  refrain  from  joining,  organizing,  or  assisting  a  labor  organization 
of  his  OAvn  choosing. 

(c)  That  employers  shall  comply  with  the  maximum  hours  of 
labor,  minimum  rates  of  pay,  and  other  conditions  of  emplo3anent 
approved  or  prescribed  by  the  President. 

Section  3.  Rcclassi-fication.  of  Employees. — No  employer  shall 
reclassify  employees  or  duties  of  occupations  performed  or  engage  in 
any  other  subterfuge  for  the  purpose  of  defeating  the  purposes  or 
provisions  of  the  Act  or  of  this  Code. 

Section  4.  Standards  for  Safety  and  Health. — Every  employer 
shall  make  reasonable  provision  for  the  safety  and  health  of  his 
emploj^ees  at  the  place  and  during  the  hours  of  their  employment. 

Section  5,  State  Laws. — No  provision  in  this  Code  shall  super- 
sede any  State  or  Federal  law  which  imposes  on  employers  more 
stringent  requirements  as  to  age  of  employees,  wages,  hours  of  work, 
or  as  to  safety,  health,  sanitaiy  or  general  working  conditions,  or 
insurance,  or  fire  protection,  than  ai'e  imposed  by  this  Code. 

Section  6.  Posting. — All  employers  shall  post  complete  copies  of 
this  Code  in  conspicuous  places  accessible  to  employees. 
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Article  VI — Organization,  Powers  and  Duties  of  the  Code 

Authority 

organization  and  constitution 

Section  1.  There  shall  forthwith  be  constituted  a  Code  Authority 
which  shall  consist  of  (a)  the  Board  of  Directors,  and  (b)  the 
Executive  Secretary,  and  to  which  may  be  added  (c)  not  more  than 
three  members,  without  vote  and  without  expense  to  the  Industry, 
appointed  by  the  Administrator.  The  administration  of  the  Code 
shall  be  under  the  direction  of  the  Code  Authority  which  shall  have 
all  the  powers  and  duties  conferred  upon  it  by  the  Code  and  gen- 
erally all  such  other  jjowers  and  duties  as  shall  be  necessary  or  proper 
to  enable  it  fully  to  administer  the  Code  and  to  effectuate  its  purpose. 

Section  2,  Under  the  direction  of  the  Code  Authority,  the  Execu- 
tive Secretary  shall  act  as  the  executive  officer  with  respect  to  the 
administration  and  enforcement  of  the  Code ;  he  shall  keep  all  books 
(except  books  of  accounts)  and  records  under  the  Code  and,  except 
as  such  Code  Authority  shall  otherwise  provide,  shall  collect,  file, 
and  collate  all  statistics  and  other  information  required  by  the  Code 
Authority  for  the  proper  administration  of  the  Code. 

Section  3.  The  Code  Authority  shall  have  ])ower  from  time  to 
time  to  appoint  and  remove  and  to  fix  the  compensation  of  all  such 
other  officers  and  employees  and  all  sucli  accountants,  attorneys,  and 
experts  as  said  Code  Authority  shall  deem  necessary  or  proper  for 
the  purpose  of  administerinnf  the  Code. 

Section  4.  Members  of  the  Industry  shall  be  entitled  to  partici- 
pate in  and  share  the  benefits  of  the  activities  of  the  Code  Authority 
by  assenting  to  and  complying  with  the  requirements  of  this  Code 
and  sustaining  their  equitable  and  proportionate  share  of  the  expense 
of  maintaining  the  Code  Authority  and  its  activities.  Such  equi- 
table and  proportionate  share  of  the  expenses  of  maintaining  the 
Code  Authority  and  its  activities  shall  be  determined  by  the  Code 
Authority,  subject  to  review  by  the  Administrator,  on  the  basis  of 
volume  of  business  and/or  such  other  factors  as  may  be  deemed 
equitable. 

Section  5,  The  Code  Authority  may  from  time  to  time  appoint 
such  committees  as  it  shall  deem  necessary  or  proper  in  order  to 
effectuate  the  purposes  of  the  Act  and  the  administration  of  the 
provisions  of  the  Code,  and  it  may  delegate  to  the  Executive  Secre- 
tary and/or  any  such  committee  generally  or  in  particular  instances 
such  of  the  powers  and  duties  of  the  Code  Authority  under  the  Code 
as  such  Code  Authority  shall  deem  necessary  or  proper  in  order  to 
effectuate  such  purpose,  provided  that  nothing  herein  shall  relieve 
the  Code  Authority  of  its  duties  and  responsibilities  under  this  Code. 
Any  member  of  such  committee  may  be  a  member  of  the  Code 
Authority  or  an  officer  or  a  director  of  a  member  of  the  Industry 
or  a  person  not  having  an}'  official  connection  with  any  member  of 
the  Industry  or  with  the  Association,  as  the  Code  Authority  shall 
deem  proper. 

Section  6.  Nothing  contained  in  this  Code  shall  constitute  the 
members  of  the  Code  Authority  partners  for  any  purpose.  Nor 
shall  any  member  of  the  Code  Authority  be  liable  in  any  manner 
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to  any  one  for  any  act  of  any  other  member,  officer,  agent,  or  em- 
ployee of  the  Code  Authority.  Nor  shall  any  member  of  the  Code 
Authority,  exercising  reasonable  diligence  in  the  conduct  of  his  duties 
hereunder,  be  liable  to  any  one  for  any  action  or  omission  to  act 
under  this  Code,  except  for  his  own  willful  misfeasance  or  non- 
feasance. 

Section  7.  The  Code  Authority  shall  have  ])()wer  from  time  to 
time  to  require  each  member  of  the  Industry  to  furnish,  and  each 
member  shall  furnish,  to  the  Executive  Secretary  or  other  neutral 
agency  designated  by  the  Code  Authority  such  true  and  accurate 
information  and  reports  concerning  the  production,  shipments,  pur- 
chases, sales,  contracts,  and  unfilled  orders  of  such  member  and  the 
hours  of  labor,  rates  of  pay,  and  other  conditions  of  employment  at 
the  factory  or  factories  of  such  member,  and  such  other  information 
as  the  Code  Authority  shall  deem  necessary  or  proper  in  order  to 
effectuate  the  purpose  of  the  Code  and  the  policy  of  the  Act.  The 
Code  Authority  may  require  that  any  such  information  be  furnished 
periodically  at  such  times  as  it  shall  specify  and  may  require  that 
any  and  all  information  furnished  be  sworn  to  or  otherwise  certified 
or  authenticated  as  it  shall  prescribe.  Failure  of  any  member  of  the 
Industry  to  promptly  furnish  to  the  Executive  Secretary  or  such 
other  designated  agency  information  required  by  the  Code  Authority, 
and  substantially  in  the  form  prescribed  by  it  shall  constitute  a 
violation  of  the  Code  unless  the  Administrator  decides  that  such 
information  is  not  necessarv  for  the  proper  administration  of  the 
Code. 

Section  8.  Any  and  all  information  furnished  to  the  Executive 
Secretary  or  otlier  designated  agent  by  anv  member  of  the  Industry 
shall  be  subject  to  checking  for  the  purpose  of  verification,  if  a  viola- 
tion of  the  Code  be  suspected,  by  an  examination  of  the  books  and 
accounts  and  records  of  such  member  by  any  accountant  or  account- 
ants or  other  impartial  person  or  persons  similarly  qualified  and 
designated  by  the  Code  Authority  and  shall  be  so  checked  for  such 
purpose  if  the  Code  Authority  shall  require  it.  but  if  such  member 
of  the  Industry  objects  to  an  examination  being  made  by  any  such 
designated  agent,  he  shall  have  the  option  to  request  that  such 
investigation  be  made  by  the  Federal  Trade  Commission  or  other 
governmental  agencv  approved  by  the  Administrator,  provided,  how- 
ever, that  this  provision  shall  not  deprive  any  individual  of  his 
constitutional  rights  under  the  5th  and  14th  amendments  of  the 
Constitution  of  the  United  States.  The  cost  of  each  such  examina- 
tion shall  be  treated  as  an  expense  of  administering  the  Code;  pro- 
Added,  however,  that  if  upon  such  examination  any  such  information 
shall  be  shown  to  have  been  incorrect  or  misleading  in  aii}^  material 
respect,  such  cost  shall  be  paid  by  the  member  of  the  Industry  which 
furnished  such  incorrect  or  misleading  information.  Any  member 
of  the  Industry  shall  have  the  right  to  appeal  to  the  Administrator 
as  to  the  reasonable  propriety  of  an  examination  of  the  character 
above  referred  to. 

Section  9.  (a)  An}'  data  or  statistics,  the  character  of  which  in 
the  opinion  of  the  Code  Authority  is  of  a  confidential  nature,  shall 
not  be  disseminated  except  in  combination  with  other  data  and  sta- 
tistics of  a  like  character  so  as  not  to  disclose  the  data  or  statistics 


433 

of  any  individual  company,  except  in  such  instances  in  Avhich  the 
Code  Authority  deems  that  such  disckjsure  is  necessary  or  proper 
for  the  proper  administration  of  the  Code  or  the  effectuation  of  the 
policies  of  the  Act,  and  except  as  follows : 

(b)  In  addition  to  the  information  her8in  required  to  be  sub- 
mitted to  the  Code  Authority,  all  persons  subject  to  this  Code  shall 
furnish  such  statistical  information  as  the  Administrator  may  deem 
necessary  for  the  purposes  recited  in  Section  3  (a)  of  the  Act  to 
such  Federal  and  State  Agencies  as  the  Administrator  may  designate, 
nor  shall  anything  in  this  Code  relieve  any  person  of  existing  obliga- 
tions to  furnish  reports  to  Government  Agencies. 

POWERS  AND  DUTIES 

Section  10.  The  Code  Authority  also  shall  have  the  following 
further  powers  and  duties : 

(a)  To  insure  the  execution  of  the  provisions  of  this  Code  subject 
to  rules  and  regulations  approved  bj'^  the  Administrator  and  provide 
for  the  compliance  of  the  Industry  with  the  provisions  hereof. 

(b)  To  adopt  by-laws  and  rules  and  regulations  for  its  i^rocedure 
and  for  the  administration  and  enforcement  of  the  Code. 

(c)  To  use  the  Association  or  such  other  agents  or  committees  for 
the  carrying  out  of  any  of  its  activities  provided  for  herein,  provided 
that  nothing  herein  shall  relieve  the  Code  Authority  of  its  duties 
or  responsibilities  under  this  Code. 

(d)  To  cooperate  with  the  Administrator  in  regulating  the  use  of 
any  N.R.A.  insignia  solely  by  those  members  of  the  Industry  who 
have  assented  to  and  are  compl3dng  with  this  Code. 

(e)  To  recommend  to  the  Administrator  further  fair  trade  practice 
provisions  to  govern  members  of  the  Industry  in  their  relations  with 
each  other  or  with  other  industries  and  to  recommend  to  the  x\^dmin- 
istrator  measures  for  industrial  planning,  including  stabilization  of 
employment. 

(f)  To  cause  to  be  prepared  a  uniform  formula  of  cost  finding 
within  sixt}^  (60)  days  of  the  approval  of  this  Code,  the  use  of 
Vvdiich  will  disclose  the  cost  of  manufacture  and  distribution  of 
products. 

Upon  the  completion  of  the  preparation  of  such  uniform  formula 
and  its  approval  by  the  Code  Authority  and  the  Administrator, 
every  member  shall  use  such  cost  formula. 

Section  11.  To  make  recommendations  to  the  Administrator  for 
the  coordination  of  the  administration  of  this  Code  with  such  other 
codes,  if  any,  as  may  be  related  to  the  Industry  or  affect  members 
of  this  Industry. 

Section  12.  Each  trade  or  industrial  association  directly  or  in- 
directly participating  in  the  selection  or  activities  of  the  Code  Au- 
thority shall  (1)  impose  no  inequitable  restrictions  on  membership, 
and  (2)  submit  to  the  Administrator  true  copies  of  its  articles  of 
association,  by-laws,  regulations,  and  any  amendments  when  made 
thereto,  together  with  such  other  information  as  to  membership, 
organization,  and  activities  as  the  Administrator  may  deem  necessary 
to  effectuate  the  purposes  of  the  Act. 

Section  13.  In  order  that  the  Code  Authority  shall  at  all  times  be 
truly  representative  of  the  Industry  and  in  other  respects  comply 
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with  the  provisions  of  the  Code  and  purposes  of  the  Act,  the  Admin- 
istrator may  prescribe  such  hearings  as  he  may  deem  proper;  and 
thereafter  if  he  shall  find  that  the  Code  Authority  is  not  truly 
representative  or  does  not  in  other  respects  comply  with  the  provi- 
sions of  the  Act,  may  require  an  appropriate  modification  in  the 
method  of  selection  of  the  Code  Authority. 

Section  14.  If  the  Administrator  shall  determine  that  any  action 
of  the  code  authority  or  any  agency  thereof  may  be  unfair  or  unjust 
or  contrary  to  the  public  interest,  the  Administrator  may  require  that 
such  action  be  suspended  to  afford  an  opportunity  for  investigation 
of  the  merits  of  such  action  and  further  consideration  by  such  code 
authority  or  agency  pending  final  action  which  shall  not  be  effective 
unless  the  Administrator  approves  or  unless  he  shall  fail  to  disap- 
prove after  thirty  days'  notice  to  him  of  intention  to  proceed  with 
such  action  in  its  original  or  modified  form. 

Article  VII — Sales  and  Publication  or  Prices 

Section  1.  All  products  of  the  Industry  shall  be  sold  or  contracted 
to  be  sold  only  on  the  basis  of  openly  published  and  posted  prices, 
terms,  and  conditions. 

Section  2.  None  of  the  members  of  the  Industry  shall  make  any 
sale  of,  or  contract  to  sell,  products  at  a  price  or  on  terms  and  con- 
ditions more  favorable  to  the  purchaser  thereof  than  the  prices, 
terms,  and  conditions  established  and  published  by  such  member,  in 
the  manner  hereinafter  provided,  and  in  effect  at  the  time  of  such 
sale  or  contract  to  sell. 

Section  3.  (a)  Each  member  of  the  Industry  shall,  within  ten 
(10)  days  after  the  effective  date  of  the  Code,  file  with  the  Code 
Authority,  or  such  person  or  agency  as  may  be  designated  by  it,  a 
list  showing  the  base  prices  for  all  of  its  products  and  all  of  the 
terms,  conditions,  differentials,  and  other  sales  particulars  applicable 
thereto,  and  from  and  after  the  expiration  of  such  ten  (10)  clays 
such  member  shall  at  all  times  maintain  on  file  with  the  Code 
Authority  or  such  designated  person  or  agency  a  list  showing  the 
base  prices  for  all  of  its  products  and  all  of  the  terms,  conditions, 
differentials,  and  other  sales  particulars  applicable  thereto,  and  shall 
not  make  any  change  in  such  base  prices,  terms,  conditions,  differ- 
entials, or  other  particulars  except  as  herein  provided.  Each  such 
list  shall  state  the  date  upon  which  it  shall  become  effective,  which 
date  shall  be  not  less  than  three  (3)  nor  more  than  five  (5)  days 
after  the  date  of  filing  such  list  with  the  Code  Authority  or  such 
designated  person  or  agency ;  provided,  however,  that  the  first  list  of 
base  prices,  terms,  conditions,  differentials,  and  other  particulars  filed 
by  any  member  of  the  Industry  as  above  provided  shall  take  effect 
on  the  date  of  filing  thereof.  None  of  the  base  prices,  terms,  con- 
ditions, differentials,  or  other  particulars  shown  in  any  list  filed  by 
any  member  of  the  Industry  as  herein  provided  shall  be  chflnged 
except  by  the  filing  by  such  member  with  the  Code  Authority  or 
such  designated  person  or  agency  of  a  new  list  of  its  base  prices, 
terms,  conditions,  differentials,  and  other  particulars  which  shall 
become  effective  on  the  effective  date  therein  specified  which  shall 
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not  be  less  than  three  (3)  nor  more  than  five  (5)  clays  after  the  date 
on  which  such  new  price  list  shall  have  been  so  filed.^ 

(b)  Notwithstanding  anything  hereinabove  contained,  each  mem- 
ber of  the  Industry  whose  last  list  of  base  prices,  terms,  conditions, 
differentials,  and  other  particulars  so  filed  was  filed  prior  to  the 
filing  by  another  member  of  the  Industry  of  a  list  containing  new 
prices,  terms,  conditions,  differentials,  or  other  particulai*s  for  the 
latter's  products,  shall  have,  in  the  interest  of  full  and  fair  competi- 
tion, the  right  to  file  a  new  price  list  effective  less  than  three  (3) 
days  after  the  filing  thereof,  but  not  sooner  than  the  effective  date 
specified  in  the  new  price  list  of  such  other  member.^ 

(c)  Each  member  of  the  Industry  shall  continue  to  publish  and 
file  as  hereinabove  provided  and  before  any  changes  are  made,  the 
prices  quoted  and/or  charged  by  it  for  jDroducts  of  the  Industry, 
and  all  terms,  conditions,  differentials,  and  other  particulars  appli- 
cable thereto,  in  such  manner  as  in  the  opinion  of  the  Code  Authority 
will  enable  interested  members  of  the  trade  and  the  buying  public 
to  at  all  times  obtain  accurate  information  as  to  the  prices,  terms, 
conditions,  differentials,  and  other  particulars  of  such  member. 

Section  4.  No  member  of  the  Industry  shall  accept  orders  or  make 
contracts  at  old  prices,  terms,  or  differentials  following  the  effective 
date  specified  in  such  list  of  changes  as  may  be  filed  in  accordance 
with  the  provisions  of  Article  VII  of  the  Code. 

Section  5.  No  member  of  the  Industry  shall  pay  or  allow  to 
buyers  of  products  secret  or  unpublished  commissions,  bonuses,  re- 
bates, refunds,  credits,  unearned  discounts,  or  subsidies  of  any  kind, 
nature,  or  description,  confidential  prices,  or  use  any  device  which 
tends  to  conceal,  or  mislead  as  to  the  true  consideration.  This  also 
applies  to  contracts  for  the  exchange  of  such  products  for  any  other 
commodity  or  thing  and/or  the  concurrent  or  related  sale  thereof, 
and  no  evasions  or  subterfuges  shall  be  practiced  or  permitted  under 
such  guise. 

Section  6.  Transportation  charges  constitute  a  small  percentage 
of  the  cost  of  products  to  the  consumer  but  in  many  cases  a  large 
percentage  of  gross  profit  to  the  manufacturer  and  the  absorption  of 
such  chargas  bj^  some  manufacturers  often  constitutes  a  destructive 
method  of  competition. 

Therefore,  all  quotations,  offers  to  sell,  contracts  of  sale  and  sales 
made  by  any  member  of  the  Industry  shall  be  made  f.o.b.  one  of 
the  shipping  points  specified  in  its  then  current  list  filed  in  accord- 
ance with  Section  3  hereof  and  any  and  all  transportation  charges 
from  such  shipping  points  shall  be  added  to  and  not  absorbed  or 
included  in  the  published  price  thereof. 

Section  7.  Members  of  the  Industry  cannot  generally  obtain 
definite  commitments  for  the  purchase  of  raw  materials  for  more 
than  three  (3)  months  in  advance. 

Therefore,  commitments  for  the  future  sale  and  delivery  of  prod- 
ucts shall  be  made  or  entered  into  by  members  of  the  Industry  only 
by  written  contract  containing  all  of  the  terms,  conditions,  and  par- 
ticulars of  sale ;  such  contract  shall  be  for  a  specified  product,  quan- 
tity, and  quality  at  a  specified  price  for  delivery  not  later  than  the 
end  of  the  third  calendar  month  next  following  and  shall  be  made 

1  See  paragraph  2  of  order  approving  this  Code. 
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and  entered  into  in  good  faith  between  buyer  and  seller,  strictly 
adhered  to,  and  enforced  and  subject  to  no  extension  or  cancelation 
save  for  legal  cause.  Orange  gum,  however,  may  be  contracted  to  be 
sold  for  periods  beyond  those  aforesaid. 

Section  8.  No  contract  shall  be  postdated  or  predated  except  to 
conform  to  a  bona  fide  agreement  for  the  purchase  and  sale  on  the 
predate,  nor  shall  contracts  be  written  without  authorization  and 
definite  commitments  at  the  time  the  same  are  made  by  both  parties 
thereto. 

Section  9.  Options  to  purchase  products  shall  not  be  granted. 
All  quotations  shall  be  made  for  a  specified  product  at  a  specified 
price  and  subject  to  changes  in  price  in  accordance  with  the  provi- 
sions of  this  Code.  Negotiations  for  sales  which  are  not  definitely 
concluded  at  the  effective  date  of  a  price  change  shall  be  contracted 
for  only  on  the  basis  of  new  prices. 

Section  10.  Differentials  shall  be  uniform  and  publicly  announced 
to  the  end  that  all  customers  entitled  thereto  shall  receive  the  same 
fair  treatment.  Differentials  shall  be  based  only  upon  grade,  the 
location  of  shipping  points,  the  quantity  contained  in  single  deliv- 
eries to  the  same  customer  or  upon  the  nature  of  the  container. 

Section  11.  Members  of  the  Industry  shall  in  all  instances  adhere 
to  the  terms  of  payment  which  have  been  standard  in  the  Industry 
for  many  years  and  which  are  "1%  discount  for  cash  payment  in 
10  days,  30  days  net ".  The  discount  for  early  payment  shall  in  no 
event  exceed  one  per  cent.  Such  discount  period  shall  not  exceed 
ten  days  from,  and  the  period  of  free  credit  shall  not  exceed  thirty 
days  from,  the  date  of  shipment  and  invoice. 

Article  VIII — Unfair  Trade  Practices 

For  all  purposes  of  the  Code,  the  following  ucts  or  omissions  shall 
constitute  unfair  practices : 

1.  The  sale  of  products  by  any  member  of  the  Industry  for  a  price 
lower  than  the  cost  thereof,  as  defined  below,  except  that  nothing 
herein  contained  shall,  however,  be  construed  as  precluding  any 
member  of  the  Industry  from  selling  products  at  a  published  price 
equally  as  low  as  that  of  any  competitor  whose  price  is  not  in  viola- 
tion of  this  Code.  Such  cost  shall  include  at  least  (a)  the  total 
market  replacement  cost  of  all  ingredients  and  materials  consumed, 
based,  insofar  as  orange  gum  is  concerned,  upon  lowest  actual  daily 
quotations  received  by  cable  by  the  New  York  agents  of  Calcutta 
shippers,  to  be  recorded  by  the  Association  and  to  be  regarded  as 
accurate  within  one-half  cent  a  pound,  unless  a  different  tolerance  is 
required  or  approved  by  the  Administrator,  and  based,  insofar  as 
other  or  accessory  raw  materials  are  concerned,  upon  market  replace- 
ment cost  as  determined  from  published  prices  or  actual  market 
transactions,  (b)  containers,  (c)  all  direct  processing  costs  such  as 
power  and  labor,  (d)  all  other  factory  labor,  (e)  sales  commissions, 
and  (f )  transportation  charges  when  products  are  sold  f.o.b.  destina- 
tion. However,  after  such  time  as  the  uniform  cost  accounting 
formula  provided  for  in  Section  10  (f)  of  Article  VI  has  been  ap- 
proved, each  member  of  the  Industry  shall  use  such  uniform  cost 
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accounting  formula  in  determining  his  cost  based  upon  the  items  of 
cost  herein  set  forth. 

2.  Whenever  a  price  specified  by  a  member  of  the  Industry  in  a 
list  published  and  filed  pursuant  to  the  provisions  of  Article  VII 
of  this  Code  is  so  low  as  to  be,  in  the  opinion  of  the  Code  Authority, 
less  than  its  cost  based  on  the  above  items,  the  Code  Authority  shall 
investigate  such  member's  costs  and  in  connection  thereAvith  it  or  its 
designated  representative  shall,  in  accordance  with  and  subject  to 
the  limitations  and  conditions  contained  in  Article  VI,  Section  8  of 
this  Code,  have  the  right  of  access  to  and  examination  of  the  books, 
papers  and  records  of  such  member.  If  the  investigation  discloses 
the  fact  that  such  price  is  below  such  cost,  the  Code  Authority  shall 
so  advise  the  member.  If  the  member  does  not  revise  his  price  so  as 
to  comply  with  the  provisions  of  this  Code,  the  Code  Authority  shall 
present  the  matter  to  proper  Government  Agencies  for  hearing  and 
appropriate  action;  provided,  however,  that  nothing  herein  limits 
the  power  of  the  Code  Authority  to  report  a  violation  to  Government 
Agencies  at  any  time. 

3.  Directly  or  indirectly  discriminating  or  making  variations  in 
the  prices  charged  or  terms  made  to  different  purchasers  provided 
that  nothing  herein  contained  shall  prevent  discrimination  in  the 
prices  charged  on  account  of  difference  in  the  quantities  contained 
in  any  single  delivery,  or  that  makes  only  due  allowance  for  difference 
in  the  costs  of  transportation  or  containers,  or  the  charging  of  a 
higher  price  for  special  service  or  superior  quality. 

4.  No  member  of  the  Industry  shall  give,  permit  to  be  given,  or 
directly  offer  to  give,  anything  of  value  for  the  purpose  of  influencing 
or  rewarding  the  action  of  any  employee,  agent  or  representative  of 
another  in  relation  to  the  business  of  the  employer  of  such  employee, 
the  principal  of  such  agent  or  the  represented  party,  without  the 
knowledge  of  such  employer,  principal  or  party.  Commercial  bribery 
provisions  shall  not  be  construed  to  prohibit  free  and  general  dis- 
tribution of  articles  commonly  used  for  advertising  except  so  far  as 
such  articles  are  actually  used  for  commercial  bribery  as  hereinabove 
defined. 

5.  Selling  any  product  which  is  not  in  full  compliance  with  legal 
and  trade  definitions  and  free  from  adulterations.  Trade  definitions 
include  those  contained  in  the  Code  or  approved  by  the  National 
Bureau  of  Standards  and  legal  definitions  include  those  pronounced 
by  the  Courts  and  those  rulings  of  the  Federal  Trade  Commission 
which  provide  that  (a)  the  terms  "  shellac  "  or  "  pure  shellac  "  shall 
not  be  used  in  describing  any  product  unless  such  product  consists 
solely  of  shellac,  either  dry  or  dissolved  in  alcohol,  and  that  such 
terms  mean  that  the  product  so  described  is  free  from  adulterations, 
modification  or  reduction,  and  consists  solely  of  shellac  gum,  either 
dry  or  dissolved  in  alcohol;  (b)  the  terms  "shellac  compound", 
"  compound  shellac "  or  "  shellac  mixture "  shall  not  be  used  in 
describing  any  product,  compound,  or  mixture  unless  such  product, 
compound,  or  mixture  consists  of  alcohol  in  which  has  been  dissolved 
resinous  material  only,  of  which  resinous  material  not  less  than  fifty 
percent  by  weight  consists  of  pure  shellac  gum;  (c)  any  product,  com- 
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pound,  or  mixture  the  soluble  content  of  which  consists  of  less  than 
fifty  percent  by  weight  of  pure  shellac  gum  shall  be  described  only 
as  "  shellac  substitute." 

6.  Misbranding,  the  sale  or  offering  for  sale,  of  any  product  with 
the  intent  to,  or  under  such  circumstances  as  tend  to  deceive  cus- 
tomers or  prospective  customers  as  to  quantity,  quality,  cut,  condi- 
tion, or  ingredients  of  such  product,  or  the  use  of  misleading  or 
untruthful  advertising  or  sales  propaganda. 

7.  Withholding  from  or  inserting  in  any  invoice  facts  which  make 
such  invoice  a  false  or  misleading  record,  wholly  or  in  part,  of  the 
transaction  represented  on  the  face  thereof  or  the  dating  of  an  in- 
voice as  of  some  date  other  than  the  true  date  of  the  shipment 
reflected  therein. 

8.  Inducing  or  attempting  to  induce  the  breach  of  a  contract 
between  a  competitor  and  his  customer. 

9.  Members  of  the  Industry  shall  recognize  the  right  of  employees 
to  use  all  honorable  and  reasonable  efforts  to  better  their  conditions, 
but  shall  refrain  from  directly  or  indirectly  soliciting  or  bidding 
for  the  services  of  the  employee  of  another  member.  Only  when  such 
an  employee  takes  the  initiative  shall  a  member  of  the  Industry  have 
the  right  to  negotiate  with  him  about  prospective  employment. 

10.  The  defamation  of  a  competitor  by  words  or  acts  imputing  to 
him  dishonorable  conduct,  inability  to  perform  contracts,  or  ques- 
tionable credit  standing,  or  the  false  disparagement  of  the  grade  or 
quality  of  his  goods. 

11.  The  allowance  or  payment  of  any  broker's  or  agenfs  commis- 
sion or  compensation  to  anyone  except  a  broker  or  agent. 

12.  Sales  by  members  of  the  Industry,  their  agents  or  salesmen, 
of  products  for  their  own  account,  or  for  other  members  of  the  In- 
dustry, or  for  customers  or  purchasers,  unless  such  sales  are  made 
at  a  price  not  lower  than  the  lowest  price  then  published,  filed  and 
effective  pursuant  to  this  Code. 

13.  Storing  products  in  customer's  store  or  warehouse  and  allowing 
storage  or  other  credits  to  the  customer  in  regard  thereto. 

14.  No  sale  of  products  of  the  Industry  shall  be  made  by  a  member 
thereof  to  any  dealer  unless  there  be  obtained  in  connection  with  such 
sale  a  binding  stipulation  on  the  part  of  such  dealer  that  such  prod- 
ucts will  not  be  resold  at  less  than  the  lowest  then  effective  price 
published  by  any  member  of  the  Industry  pursuant  to  this  Code. 

15.  The  practice  of  granting  extensions  of  time  in  which  to  take 
delivery  of  products  under  contract,  to  buyers  who  have  failed  to 
fulfill  their  obligations  thereunder  and/or  who  have  permitted  such 
contracts  to  expire  without  fulfilling  the  provisions  thereof  as  to  such 
deliveries. 

16.  Making  advance  shipments  so  as  to  arrive  at  a  time  or  times 
otlier  than  within  contract  period. 

17.  Wliereas  excessive  conmiissions  have,  on  occasion,  been  paid  to 
agents  and  brokers  for  the  sale  of  products  of  the  Industry,  which 
has  resulted  in  such  commissions  or  brokerage  being  paid  directly 
or  indirectly  to  the  buyers,  the  effect  bein^  the  publication  of  ficti- 
tious prices,  the  unfair  extension  of  partiality  to  one  customer  as 
against  another,  and  the  inability  of  the  trade  to  know  at  all  times 
the  actual  market  for  such  commodities. 
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Therefore,  it  is  declared  that  the  i^ayment  of  excessive  commis- 
sions is  an  unfair  practice  and  any  commissions  in  excess  of  the 
following  shall  prima  facie  be  presumed  to  be  excessive,  to  wit : 

Oi'auge  gum y:^  cent  per  p<iund. 

Bleached  shellac 1  ceut  per  pound. 

Cut  shellac 5  percent. 

Any  member  of  the  Industry  may,  however,  pay  to  a  bona  fide 
agent  or  broker  such  other  rates  of  commission  as,  after  investigation 
to  be  made  upon  request,  the  Code  Authority,  subject  to  the  dis- 
approval of  the  Administrator,  may  determine  to  be  not  in  fact 
excessive  and  not  tending  to  frustrate  the  spirit  of  this  Section. 

18.  The  invoicing  of  products  to  any  customer  so  as  to  entitle  the 
latter  to  a  published  quantUy  differential  while  in  fact  actual  deliv- 
eries are  split  or  made  in  such  a  manner  as  not  to  make  such  differ- 
entials properly  applicable  thereto. 

19.  Special  allowances  by  way  of  discounts,  brokerage,  storage, 
or  advertising;  variations  from  openly  announced  and  published 
prices,  terms,  delivery,  or  package  differentials;  delayed  billings; 
full  or  partial  discounts  in  cases  of  delayed  payment ;  and  i-ebates  or 
other  allowances  by  any  name  or  of  any  nature. 

20.  Rendering  special  services  to  customers  without  appropriate 
charges  therefor. 

21.  Consignment  of  products  to  any  but  authorized  agents. 

22.  The  making  of  contracts  with  guarantees  against  decline  in 
price,  and  also  the  rewriting  or  modification  of  contracts  after  price 
reductions,  because  of  such  reductions. 

23.  The  delivery  of  products,  transportation  charges  prepaid,  at 
any  place,  unless  such  charges  are  given  due  consideration  in  deter- 
mining the  cost  and  selling  price  thereof  and  are  added  to  the 
seller's  published  price  for  its  shipping  point  nearest  to  such 
destination. 

24.  The  rec[uiring  that  any  goods  be  purchased  or  sold  as  a  pre- 
requisite to  the  purchase  or  sale  of  products  of  the  Industry. 

Article  IX — ISIodification 

Section  1.  This  Code  and  all  the  provisions  thereof  are  expressly 
made  subject  to  the  right  of  the  President,  in  accordance  with  the 
provisions  of  subsection  (b)  of  Section  10  of  the  Act,  from  time  to 
time  to  cancel  or  modify  any  order,  approval,  license,  rule,  or  regula- 
tion issued  under  said  Act. 

Section  2.  This  Code,  except  as  to  provisions  required  by  the  Act, 
may  be  modified  on  the  basis  of  experience  or  changes  in  circum- 
stances, such  modifications  to  be  based  upon  application  by  the  Code 
Authority  or  other  interested  parties,  to  the  Administrator  and  such 
notice  and  hearing  as  he  shall  specify,  and  to  become  effective  on 
approval  of  the  President. 

Article  X — Monopolies,  Etc. 

No  jDrovision  of  this  Code  shall  be  so  applied  as  to  permit  monop- 
olies or  monopolistic  practices,  or  to  eliminate,  oppress,  or  discrimi- 
nate against  small  enterprises. 
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Article  XI — Effecti^te  Date 

This  Code  shall  become  effective  on  the  second  Monday  after  its 
approval  by  the  President. 


Approved  Code  No.  403. 
Registry  No.  619-01. 
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